Attachnment B to Inf. Supts. Menp No. 049

Summary of Budget Amendnents Proposed by the Senate and by the
House of Del egates to Change the 2006- 2008 Bi enni al Budget
(HB/ SB 30) Affecting the Direct Aid to Public Education and

Departnment of Education Central Ofice Budgets

Thi s docunent provides a summary of anmendnents to the introduced
2006- 2008 bi enni al budget (HB/ SB 30) that were proposed by the
Senate and by the House of Del egates on February 23, 2006. The
respective anendnents proposed by the Senate and t he House of

Del egat es change the budget introduced by Governor Warner in

HB/ SB 30. The adopted changes affect fiscal years 2007 and
2008. Fiscal year 2007 begins on July 1, 2006, and ends on June
30, 2007. Fiscal year 2008 begins on July 1, 2007, and ends on
June 30, 2008.

The budget actions proposed by Governor Warner in HB/ SB 30 were
communi cated in Attachnment A of Informational Superintendent’s
Menmor andum No. 251 dated Decenber 27, 2005. The original text
of that attachment is repeated in this docunent for reference
pur poses. The respective budget actions proposed by Governor
Kai ne, the Senate and the House of Del egates are sunmarized in
this docunent and are reflected in italicized text.

Information related to the Direct Aid to Public Education budget
anmendnents is organi zed into four sections:

1. Technical Updates to Existing Prograns
2. Direct Aid Policy Changes

3. G her Fundi ng Arendrents for Direct Aid Programs Not in
HB/ SB 30 as I ntroduced

4. Proposed Budget Language Changes Affecting School D visions
I nformati on on proposed Senate and House of Del egates budget
changes to the Departnent of Education Central O fice budget
begi ns on page 19 of this docunent.

DI RECT Al D TO PUBLI C EDUCATI ON

Techni cal Updates to Existing Prograns

Rebase Direct Aid Costs for 2006-2008
= Governor - The Governor’s introduced budget includes the
state’s share of routine rebasing costs for the Standards of



Attachnment B to Inf. Supts. Menp No. 049

Quality and other Direct Aid prograns. These technical

adj ustment s i nclude updates for factors such as funded

sal ari es, Annual School Report data used to cal cul ate
prevailing cost estimates, inflation, test score updates,
enrol | mrent updates, and projected casel oads for categorical
prograns. Additional information about the details and source
of the data used to nmake these updates is contained in
Attachments D and E of Informational Superintendent’s

Menmor andum No. 251. These adjustnents reflect the cost of
continuing current prograns with the required data updates
used in the funding fornulas, and do not reflect any changes
in policy. For fiscal year 2007, routine rebasing costs for
the Standards of Quality and other Direct Aid progranms results
in an increase of $457.6 mllion. For fiscal year 2008, the
increase is $520.9 mllion.

| nportant Notice: It was recently determ ned that the wong
conposite i ndex was assigned to sone divisions in the funding
formula for the K-3 Cl ass Size Reduction programentitlenments
contained in the cal cul ation tool posted on Decenber 16, 2005.
This error resulted in the display of an incorrect state share
of cost for sone divisions. The effect of this correction is
an increase or decrease in the K-3 programentitlenent in
fiscal year 2007 and fiscal year 2008 when conpared to the
entitlement provided in the Decenber 16, 2005, cal cul ation
tool. Increases or decreases in a division's entitlenent
depend upon whet her the conposite index that was incorrectly
assigned to the division was higher or Iower than the
division’s correct conposite index. Projected fiscal year
2007 and 2008 K-3 programentitlenents have been corrected for
all divisions. The revised division entitlenents are
reflected in Attachnent B of Informational Superintendent’s
Menor andum No. 251 and in the Excel calculation tool posted on
t he afternoon of Decenber 21, 2005.

The original Excel file that was posted on Friday, Decenber

16, 2005, does not reflect the corrected K-3 program
entitlements and shoul d not be used; therefore, if you

downl oaded the file prior to the afternoon of Decenber 21,
2005, please stop using that file and downl oad the revised
file. The proposed appropriations in the Governor’'s 2006- 2008
i ntroduced budget are sufficient to fund the corrected K-3
programentitlenments for each division.

Executive Anendnent — In January of 2006, the Governor
proposed an executive anmendnent to fund the cal cul ation
correction for the K-3 Cl ass Size Reduction program
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entitlenments referenced in the precedi ng paragraphs. The
Governor’s amendnment provides $844,932 nmillion in fiscal year
2007 and $824,493 in fiscal year 2008 to fund the K-3
entitlement corrections.

Senate - Accepts Governor’s executive anmendment and incl udes
funding for all technical rebenchmarking costs funded in the
Governor’s introduced budget. In an additional amendnent, the
Senate proposed a cap on funded inflation rates in the
Standards of Quality (“SOQ ) funding cal culation. The current
SOQ i nfl ati on net hodol ogy provides an adjustnent for inflation
covering the two-year period fromthe base-year SOQ data to
the first year of the biennium |In the Governor's introduced
budget, the value of the various inflation factors over the

t wo- year period is generally between six percent and ei ght
percent. The Senate action would recognize 100 percent of the
first five percent of inflation, and 35 percent of each
percentage point of inflation above five percent. This action
reduces state fundi ng agai nst the introduced budget by
approximately $16.8 mllion in fiscal years 2007 and 2008,
because the value of the inflation factors is reduced conpared
to those in the introduced budget.

House - Accepts Governor’s executive anmendnent and i ncl udes
funding for all technical rebenchmarking costs funded in the
Governor’s introduced budget.

Adj ust for Program Non-Participation

Governor - Historically, the At-risk Four-year-old program has
experi enced annual non-participation by sone eligible school

di visions. The Governor’s introduced budget assunes esti mated
savings for the At-risk Four-year-old programin fiscal years
2007 and 2008 based on historical estimtes of non-
participation by school divisions. Funding is reduced by
$12.6 mllion in fiscal year 2007 and by $12.2 million in
fiscal year 2008 for the estinated non-participation in this
program Pl ease note that the school division entitlenent
sheets shown in Attachnment B of Informational Superintendent’s
Menor andum No. 251 and the Excel calculation file reflect the
full fornul a-based entitlenents for the At-risk Four-year-old
program for fiscal years 2007 and 2008.

This action is intended to capture anticipated savings from
proj ected non-participation in the At-risk Four-year-old
programin fiscal years 2007 and 2008; it is not intended to
reduce actual entitlenments to school divisions in either year.
In the event that entitlenents fromactual participation
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exceed the avail abl e appropriation, paynents to schoo
divisions for the At-risk Four-year-old programin either year
may have to be prorated on a statew de basis if suppl enental
funding to recogni ze actual participation is not provided

t hrough avai |l abl e bal ances or anendnents to the budget in
subsequent Ceneral Assenbly sessions.

= Senate — Adopted the Governor’s estinated non-participation
savings in the At-R sk Four-year-old program The Senate’s
budget al so reduces the School Breakfast program fundi ng by
$280, 000 in fiscal year 2007 and by $140,000 in fiscal year
2008 for estimated non-participation.

* House - Adopted the Governor’s estimated non-participation
savings in the At-Ri sk Four-year-old program Decreases
fundi ng by $560,000 in fiscal years 2007 and 2008 based on
estimated | ower participation in the School Breakfast program
The revised | ower funding equals the anount of reinbursenents
paid to school divisions in fiscal year 2006.

Update Fringe Benefit Rates

= (CGovernor - The Governor’s introduced budget adopts a | ower
enpl oyer contribution rate for retirenent benefits than was
certified by the VRS Board of Trustees (9.20 percent versus
11.18 percent). This lower rate is applied to positions in
the VRS professional group. For the retirenent contribution,
the rate proposed for 2006-2008 represents a rate increase
fromfiscal year 2006 (6.62 percent to 9.20 percent). The
prevail i ng non-professional VRS rate has been updated and is
7.48 percent for both years of the biennium This prevailing
rate is used for state funding purposes only; the actual non-
prof essional rate charged by VRS will vary by school division.
For the retiree health care credit, the rate proposed for
2006- 2008 reflects a rate increase fromfiscal year 2006 (0.55
percent to 0.56 percent). For the group life contribution,
the rate proposed for 2006-2008 reflects a rate increase from
the prem um holiday in the 2004- 2006 bi ennium The enpl oyer
contribution rate proposed for group life in 2006-2008 is O0.49
percent. All fringe benefit rates are proposed to be the sane
in both fiscal years. These rate changes increase fundi ng by
$82.5 mllion in fiscal year 2007 and $83.4 mllion in fiscal
year 2008.

= Senate — Proposes increasing the enployer contribution rate
for VRS retirenent benefits from9.20 percent to 9.58 percent.
This newrate is the sanme in both fiscal years. The proposed
rate reflects a change in the anortization period fromthe
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maxi mum al | owabl e 30 years to a period of 26 years. The
result of this rate change increases state fundi ng by
approximately $9.9 nillion in fiscal year 2007 and $10.2
mllion in fiscal year 2008.

The Senate’s budget adopts the Governor’s proposed retiree
health care credit rate of 0.56 percent, the proposed group
life enployer contribution rate of 0.49 percent and the
prevailing non-professional VRS rate of 7.48 percent for both
years of the biennium

= House — Accepts the Governor’s recommended professional (9.20
percent) and prevailing non-professional (7.48 percent) VRS
enpl oyer contribution rates, as well as the group life
enpl oyer contribution rate (0.49 percent). Includes an
additional $7.8 mllion in fiscal year 2007 and $8.0 mllion
in fiscal year 2008 to increase the retiree health care credit
rate fromO0.56 percent to 0.86 percent. The proposed rate
supports an increase in the nonthly retiree health care credit
from $2. 50 per year of creditable service to $4.00 per year of
credi tabl e service.

Updat e Sal es Tax Projections

= (Governor - The Governor’s introduced budget reflects the nost
recent estimate of sales tax revenue dedicated to public
education for fiscal years 2007 and 2008, as conputed by the
Departnent of Taxation. The revised sales tax revenues
i ncl ude both the one percent portion and the one-eighth
percent portion that are appropriated for distribution to
school divisions. The projected sales tax entitlenent
contained in Attachnent B of Informational Superintendent’s
Mermor andum No. 251 and the Excel calculation file reflect the
revised estimates for these two sal es tax sources combi ned on
a single revenue line-item

The Departnment of Taxation's |atest estimate of the one
percent and one-ei ghth percent sales tax revenue is

$1, 266, 460, 000 for fiscal year 2007 and $1, 336, 490, 000 for
fiscal year 2008. These revised sales tax estimates are
approxi mately $175.5 mllion higher in fiscal year 2007 and
$245.5 mllion higher in fiscal year 2008 than the fiscal year
2006 base projection contained in Chapter 951. As required by
the Basic Aid funding fornula, state Basic A d paynents have
been adjusted to reflect the reduced state share of cost
resulting fromthe projected increase in sales tax revenues.
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The amount of the Basic Aid offset depends on each division’s
conposite index of local ability-to-pay. The state share of
Basi c Aid decreases approximately $98.3 nmillion in fiscal year
2007 and $137.5 mllion in fiscal year 2008 due to the revised
sales tax estimates. |In addition, the |local share of Basic
Aid decreases in both years due to the increased sales tax
estimates. The net change in funding to school divisions (due
to both the estimted sales tax revenue increase and the Basic
Aid off-set) is an increase of $77.1 mllion in fiscal year
2007 and $107.9 million in fiscal year 2008.

Senate — Same as Governor’s introduced budget.

House - Same as Governor’s introduced budget.

Update Triennial Census for 2005 Data

Governor - The 2005 triennial census count of school-age

popul ation is used to distribute the estimated sal es tax
proceeds to school divisions as part of the Basic Aid funding
formula. The 2005 triennial census update results in a net

i ncrease statewide in Basic Aid and Enrol |l ment Loss fundi ng of
$3.9 million in fiscal years 2007 and 2008. The 2005
Triennial Census data reflects an increase of 39,363 students
over the 2002 count of school-age popul ation.

| nportant Notice: A school division recently submtted a
corrected 2005 triennial school census count, which was an
increase fromthe original count submtted by the division.
The Departnent of Education has approved the revised census
count submtted by the division and projected fiscal year 2007
and 2008 entitlenments have been recal cul ated for all divisions
using the revised census data. The revised division
entitlements are reflected in Attachnent B of |Informational
Superintendent’s Menorandum No. 251 and in the Exce

cal cul ation tool posted on the afternoon of Decenber 21, 2005.
The projected entitlenments for all other school divisions are
reduced as a result of this census correction and the
resulting redistribution of sales tax, which is only partially
offset in each division by increases in the state share of
Basic Aid. The actual net reduction in funding due to this
revision will vary by division based on each division’s
conposite index.

The updated Excel calculation file that was posted on the
af t ernoon of Decenber 21, 2005, should be used in place of the
version that was originally posted on Friday, Decenber 16,
2005. The original Excel file that was posted did not reflect
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the latest entitlenments based on the approved census
correction and should not be used. |If you downl oaded the
calculation file prior to the afternoon of Decenber 21, 2005,
pl ease stop using it and replace it with the corrected Excel
calculation file. The proposed appropriations in the
Governor’s 2006-2008 i ntroduced budget are sufficient to fund
the revised entitlenents that are based on the census
correction.

Executive Amendnment — In January of 2006, the CGovernor
proposed an executive anmendnent to the introduced budget to
correct a school division’s 2005 triennial census count as
referenced in the precedi ng paragraphs. The Governor’s
amendnent reduces funding by $888,801 in fiscal year 2007 and
by $946,374 in fiscal year 2008 as a result of the school
division's corrected triennial census. The projected
entitlenments for all other school divisions are reduced as a
result of this census correction and the resulting

redi stribution of sales tax, which is only partially offset in
each division by increases in the state share of Basic Aid.
The actual net reduction in funding due to this revision wll
vary by division based on each division s conposite index.

Senate - Accepts CGovernor’s executive anmendnent.

House - Accepts Governor’s executive amendnment

Update Lottery Proceeds

Governor - Total Lottery proceeds are projected to decrease by
$15.7 million to $426.1 mllion in fiscal years 2007 and 2008,
conpared to the fiscal year 2006 Lottery estimte contained in
Chapter 951. The projected decrease in Lottery proceeds
assunes a reduction in revenues due to a fully operational
Lottery programin North Carolina for both fiscal years of the
bi enni um

O the total projected Lottery anount, $19.5 million in fiscal
years 2007 and 2008 is dedicated to fund a portion of the
state cost of the SOQ Prevention, Intervention, and
Renmedi ati on program and $249.6 nillion each year is dedicated
to fund a portion of the state share of Basic Aid. The |oca
portion of Lottery proceeds are projected to be distributed
based on the state share of $232.83 per pupil in adjusted ADM
in fiscal year 2007 and $230.98 per pupil in adjusted ADMin
fiscal year 2008. The total estimted funding to be
distributed to school divisions on a per pupil basis is $156.9
mllion in fiscal years 2007 and 2008; this is a decrease of
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$6.6 mllion conmpared to the estinmated per pupil Lottery
funding for fiscal year 2006 contained in Chapter 951. No
changes are proposed for 2006- 2008 regardi ng how Lottery funds
must be spent, including the requirenent that at |east 50
percent of the funds nust be spent for nonrecurring costs such
as school construction.

Senate — Adopts the Lottery estinates in the Governor’s

i ntroduced budget and replaces the portion of the state cost
of the SOQ Prevention, Intervention, and Renmedi ati on program
funded from Lottery revenues, approximately $19.5 mllion in
fiscal years 2007 and 2008, with a General Fund appropriation
of the sanme anpbunt each fiscal year. Instead, the Senate’s
budget directs that $27.5 mllion of the total projected
Lottery anobunt be used to fund the School Construction Gants
programin fiscal years 2007 and 2008, which replaces the
Ceneral Fund appropriation of the same anount.

O the total projected Lottery anount, $27.5 million in fiscal
years 2007 and 2008 is dedicated to fund the state cost of the
School Construction Gants program and $244.7 mllion each
year is dedicated to fund a portion of the state share of
Basic Aid. The local portion of Lottery proceeds are
projected to be distributed based on the state share of

$228. 26 per pupil in adjusted ADMin fiscal year 2007 and
$226. 44 per pupil in adjusted ADMin fiscal year 2008. The
total estimated funding to be distributed to school divisions
on a per pupil basis is $153.8 million in fiscal years 2007
and 2008; this is a decrease of approximately $3.1 million per
fiscal year conpared to the estimted per pupil Lottery
funding for fiscal year 2007 and 2008 contained in the
Governor’s introduced budget. No changes are proposed for
2006- 2008 regarding how Lottery funds nust be spent, including
the requirenent that at |east 50 percent of the funds nust be
spent for nonrecurring costs such as school construction.

House — Sanme as Governor’s introduced budget.

Updat es for Recal cul ati on of Conposite |Index for 2006-2008

Governor - The projected entitlements listed in Attachnment B
of Informational Superintendent’s Menorandum No. 251 were

cal cul ated using the 2006-2008 conposite indices communi cated
in Informational Superintendent’s Menorandum Nunber 241, dated
Decenber 9, 2005. The data elenments used to calculate the
conposite index for 2006-2008 are based on data from 2003.

For fiscal year 2007, updating Direct Aid accounts based on

t he recal cul at ed 2006- 2008 conposite index results in an
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increase in the state share of public education costs of $20.0
mllion. For fiscal year 2008, the increase is $21.3 million

= Senate — Sane as CGovernor’s introduced budget.

* House - Same as Governor’s introduced budget.

Updat e Academ ¢ Year Governor’s School Per Pupil Anounts

= (Governor - As has been the practice in prior biennia, the per
pupi | funding for Academ c Year Governor’s Schools has been
adj ust ed based on revisions to the cal cul ated per pupi
amounts in Basic Aid to reflect the rebased cost estimtes and
fringe benefit rates for the 2006-2008 biennium The per
pupi | anount used to determ ne funding increases from $3, 543
in fiscal year 2006 to $3,933 in fiscal years 2007 and 2008
(adjusted for the conposite index). As a result of the change
in these per pupil amunts, an increase of $503,240 is funded
in fiscal year 2007 and $459,922 in fiscal year 2008.

= Senate — Sane as Governor’s introduced budget.
= House - Sanme as CGovernor’s introduced budget.

Updat e Renedi al Summer School Per Pupil Anmounts

= CGovernor - The per pupil anmounts for the Renedial Sumer
School program have been adjusted based on the SOQ basic and
remedi al position salaries to reflect the rebased cost
estimates for the 2006-2008 biennium The funded Renedi al
Sumer School per pupil anmounts are $412 for fiscal year 2007
and $411 in fiscal year 2008. This represents a $32 per pupi
increase in fiscal year 2007 and $31 per pupil increase in
fiscal year 2008 above the fiscal year 2006 funded Renedi al
Surmrer School per pupil amount of $380.

= Senate — Sane as CGovernor’s introduced budget.
* House - Same as Governor’s introduced budget.

Direct Aid Policy Changes

Conmpensati on Suppl enment in Fiscal Years 2007 and 2008

= Covernor — Provides $61.4 million in fiscal year 2007 and
$106.2 million in fiscal year 2008 is provided for the state’s
share of a Conpensation Supplenment (including related fringe
benefit costs) equivalent to a three percent salary increase
ef fective Decenber 1, 2006, for instructional and support
positions funded through the SOQ and ot her state-funded
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accounts. There is no additional percentage salary increase
provided in fiscal year 2008; the funding for fiscal year 2008
is provided to continue the cost of the increase provided in
fiscal year 2007.

Conpensati on suppl ement funds are intended to be incentive
funding, and are not included as part of required | ocal
effort; however, in order to receive the state funds, a |oca
mat ch nust be provi ded based on the conposite index. |If
appropriated, the state funds would be paid to schoo
divisions that certify to the Departnment of Education, no

| ater than March 1, 2007, that equivalent salary increases
have been granted in fiscal year 2007. The table bel ow
provi des the equival ent salary increases for different start
dates in fiscal year 2007. Please note that the equival ent
sal ary increases are based on a twelve-nonth year.

Requi r ed

Equi val ent
Per cent age

Local Sal ary Sal ary
Increase Start |lncrease in

Dat e FY 2007
July 1, 2006 1.75
August 1, 2006 1.91
Sept enber 1, 2006 2.10
Oct ober 1, 2006 2.33
Novenber 1, 2006 2.63
Decenber 1, 2006 3. 00

Executi ve Amendnent — In January of 2006, Governor Kaine

proposed an executive anmendnent to provide an additional one
percent salary increase effective Decenber 1, 2006, in fisca
year 2007 and continuing for the full year in fiscal year 2008
for instructional positions that are funded through the
Standards of Quality (SOQ and other Direct A d accounts.

I nstructional positions include teachers, guidance counsel ors,
i brarians, principals, assistant principals, and teacher
aides. The instructional salary increase is provided in
addition to the three percent salary increase (also effective
Decenber 1, 2006) funded in Governor Warner’s introduced
budget for all SOQ funded positions. Governor Kaine's
amendnent raises the total salary increase to four percent for
instructional positions and three percent for other

prof essi onal and support positions. The effective date of

10
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both increases is Decenber 1, 2006. The CGovernor’s anendnent
provi des additional state funding of $14.4 mllion in fiscal
year 2007 and $25.1 million in fiscal year 2008 to fund the
addi ti onal one percent salary increase for instructional
posi ti ons.

The tabl es bel ow provide the equival ent salary increases for
different start dates in fiscal year 2007 to qualify for state
conpensati on suppl enment fundi ng based on the different

per cent age i ncreases proposed for instructional positions and
ot her professional and support positions in the Governor’s
executive amendnent. Please note that the equival ent salary

i ncreases are based on a twel ve-nonth year.

| nstructional Positions: Pr of essi onal and Support Positions
4. 0% Ef fecti ve Decenber 1, 2006 3.0% Ef fecti ve Decenber 1, 2006
Requi r ed Requi r ed
Equi val ent Equi val ent
Local Sal ary Per cent age Local Sal ary Per cent age Sal ary
| ncrease Start |Sal ary |ncrease | ncrease Start I ncrease in FY
Dat e in FY 2007 Dat e 2007
July 1, 2006 2. 33 July 1, 2006 1.75
August 1, 2006 2.55 August 1, 2006 1.91
Sept enber 1, 2006 2. 80| | Septenmber 1, 2006 2.10
Oct ober 1, 2006 3.11 Oct ober 1, 2006 2.33
Novenber 1, 2006 3.50({| Novenber 1, 2006 2.63
Decenber 1, 2006 4.00|| Decenber 1, 2006 3.00

Senate - Accepts Governor Kaine's Executive Amendnent.

House — Accepts the three percent salary increase contained in
the introduced budget, but noves the effective date of the
increase to January 1, 2007. This action results in a savings
of $8.7 mllion in fiscal year 2007. Fiscal year 2008 fundi ng
for the continuation of the three percent increase in the
second year is maintained at the sane | evel as recommended in
t he Governor Warner’s introduced budget.

The tabl e on page 12 bel ow provi des the equival ent sal ary
increases for different start dates in fiscal year 2007 to
qualify for the state share of Conpensation Suppl enent funded
in the House budget. Please note that the equival ent salary
i ncreases are based on a twelve-nonth year

11
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Requi r ed
Equi val ent
Local Sal ary Per cent age Sal ary
| ncrease Start | ncrease in FY
Dat e 2007
July 1, 2006 1.50
August 1, 2006 1.64
Sept enber 1, 2006 1.80
Cct ober 1, 2006 2.00
Novenmber 1, 2006 2.25
Decenmber 1, 2006 2. 57
January 1, 2007 3.00

Cost of Conpeting Adjustnments For Additional Localities

Governor - In recognition of the Northern Virginia |abor

mar ket for certain localities contiguous to Planning District
8, the CGovernor’s introduced budget includes increased funding
to support a cost of conpeting adjustnment for additional
qualifying localities.

Thi s fundi ng recogni zes 10 percent in fiscal year 2007 and 25
percent in fiscal year 2008 of the full cost of conpeting
differential (9.83 percent for instructional positions; 24.61
percent for support positions) for SOQ positions in the
qualifying division. A qualifying locality is one that is
contiguous to Planning District 8 and that has nore than 45
percent of the total out-comruting workforce commuting to
Planning District 8, based on the 2000 census. Currently,
only Fauquier and Stafford counties neet these criteria and
are eligible for this adjustnent. For fiscal year 2007, the
i ncreased state share of cost is $1.4 mllion. For fiscal
year 2008, the increased state share of cost is $3.5 mllion.

Senate — The Senate budget includes the additional cost of
conpeting funding included in the Governor Warner’s introduced
budget. In an additional anmendnent, the Senate’ s budget

provi des approximately $1.1 million in fiscal year 2008 to
extend the cost of conpeting adjustnment to Fredericksburg and
Spot syl vani a based on 10.0 percent of the full cost of
conpeting differential (9.83 percent for instructional
positions; 24.61 percent for support positions) for SOQ
positions in the second year of the biennium

12
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= House — Sane as Governor’s introduced budget.

Suppl enent al Educati on Accounts

= Governor - For fiscal year 2007, an additional $100,000 is
provi ded for the Project D scovery program and an additional
$500, 000 is provided for a one-tine matching grant for the
Communities in Schools program In fiscal year 2008, an
addi tional $100,000 is provided for Project D scovery. For
fiscal years 2007 and 2008, funding is reduced by $400, 000 for
t he Career and Techni cal Education Resource Center and is
reduced by $250,000 for the Wolf Trap Institute for Early
Learni ng Through the Arts.

Pl ease note that accounts under the “Supplenental Education”
category are not included in Attachnment B of Infornmationa
Superintendent’s Menorandum No. 251 or the Excel tenplate.
Suppl emrent al education prograns are not available to school
di vi sions statew de, and nust serve a uni que purpose for
speci fic school divisions.

= Senate — Elimnates the additional $100,000 for Project
Di scovery in fiscal years 2007 and 2008 and transfers the
addi tional $500,000 in fiscal year 2007 for a one-tine
mat chi ng grant for the Communities in Schools programfromthe
Direct Ald to Public Education budget to the G ants to Non-
state Agenci es budget. The Senate budget accepts the
reduction of $400,000 for the Career and Techni cal Education
Resource Center and the reduction of $250,000 for the Wl f
Trap Institute for Early Learning Through the Arts for fiscal
years 2007 and 2008 as proposed in the Governor’s introduced
budget .

» House — The House anendnents accept the one-tine matching
grant for the Communities in Schools program and the
reduction in both fiscal years for the Wl f Trap Institute for
Early Learning Through the Arts that were proposed in the
i ntroduced budget. The House anendnents elininate the
i ncreased fundi ng proposed for Project Di scovery in both
fiscal years, and further decrease Project Discovery funding
by an additional $400,000 in each year. The House budget
restores $400,000 in both fiscal years for the Career and
Techni cal Educati on Resource Center.

Education for a Lifetinme prograns

= (Governor - The Governor’s introduced budget i ncludes
addi tional funding for Education for a Lifetinme initiatives,
i ncluding Incentives for Hard-to-Staff Schools, Virtual

13
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Advanced Pl acenent School, and Path to Industry Certification.
In total, an additional $5.9 mllion is provided in fiscal
year 2007 and $5.3 million in fiscal year 2008 for these
prograns. Please note that Education for a Lifetinme prograns
are not included in Attachnent B or the Excel tenplate.

Senate — Reduces the Mentor Teachers in Hard-to-Staff School s
program and the Virginia Teacher Corps program funding by a
conbi ned total of $900,000 in fiscal year 2007 and by $450, 000
in fiscal year 2008 for estimated non-participation. Another
Senat e anendnent elimnates $1.6 million in fiscal year 2007
and $2.1 mllion in fiscal year 2008 fromthe Virtual Advanced
Pl acement School that funded Advanced Pl acenent test fees for
students in the Early Col |l ege Scholars program Funding for

t he paynent of Advanced Pl acenent fees for economcally

di sadvant aged students contained in the introduced budget is
accept ed.

House — Elim nates the fundi ng proposed for test fees for
students in the Virtual Advanced Pl acenent School ($1.9
mllion reduction in fiscal year 2007, and $2.4 nillion
reduction in fiscal year 2008); elimnates funding for the

| ncentives for Hard-to-Staff Schools ($3.7 nmillion reduction
in fiscal year 2007, and $2.4 million reduction in fiscal year
2008). Al'so, recognizes an anticipated cost savings in the
Path to Industry Certification programbased on fewer expected
rei mbursenents (reduction of $100,000 in each fiscal year).

In total, a reduction of $5.7 mllion in fiscal year 2007, and
$4.9 million in fiscal year 2008.

O her Fundi ng Arendnents for Direct Aid Progranms Not in HB/ SB 30

as | ntroduced

Use of Literary Fund Moni es

Senate — Adds $15.0 million in fiscal years 2007 and 2008 to
replace Literary Fund revenues that were budgeted for VRS
retirement and Social Security paynents in the Governor’s

i ntroduced budget. This action only affects the source of
funding for these paynents and will not affect division
entitlenments in either year of the biennium Wth this
action, $15.0 mllion Literary Fund revenue is freed up each
fiscal year to be used for direct Literary Fund | oans for
projects on the First Priority Waiting List.

House — No action taken.
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I ncrease Funding for the At-R sk Four-Year-Ad Program

= Senate — Provides an additional $3.3 mllion in fiscal year
2007 and $6.6 million in fiscal year 2008 to increase the At-
Ri sk Four-year-old funded per pupil armount from $5,400 to
$5,700 in fiscal year 2007 and from $5,400 to $6,000 in fisca
year 2008. An additional |anguage anmendnent authorizes the
Department of Education to provide one-tinme, start-up expenses
ot her than capital, or expansion grants out of any unobli gated
bal ances in the program based on non-participation.

= House — No action taken.

Begi n Phase- Qut of the Linear Wighted Average Cap in the
Federal Revenue Deduction; Correct Cal cul ation
= Senate - No action taken.

= House — Proposes the phase-out of the cap in the per pupi
federal revenue deduction to Basic Aid, along with a
correction in the per pupil anmount cal culation. These two
actions reduce Basic Aid funding by $1.1 million in fiscal
year 2007 and by $3.0 mllion in fiscal year 2008. The
estimated portion of federal revenues that are included in
rebenchmar ki ng support costs are deducted from Basic A d based
on the | ower anount of the division per pupil anpbunt or the
statew de |inear wei ghted average per pupil anount. This
approach currently caps the deduction at the statew de |inear
wei ght ed average. This anendnent woul d begin to phase-out
this cap. In fiscal year 2007, the cap is increased to ten
percent above the linear weighted average. |In fiscal year
2008, the cap is increased to 20 percent above the |inear
wei ght ed average. This action deducts a greater per pupi
anmount from Basic Aid in school divisions where the per pupi
val ues are greater than the statew de |inear wei ghted average
anmount .

Fundi ng for Career and Techni cal Education Equi prment
= Senate - No action taken.

» House - Provides $300,000 each year for increased paynents to
school divisions to purchase equi pnent and tools for career
and techni cal education cl asses.

Funding for the Planning of a New Regi onal Career and Technica

Educati on Center Located in the Mddle Peninsula Area
= Senate - No action taken.
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House — Provides $200,000 in fiscal year 2008 for the planning
of a new regional career and technical education center

| ocated in the Mddle Peninsula area. Funding is contingent
on a conpl eted conprehensive plan submtted to the Depart nent
of Education by July 1, 2007. The plan nmust include witten
commtnments from participating school divisions, businesses,
and ot her conmunity partners that will be involved in the

regi onal center’s devel opnent and operation, as well as an
annual operating budget, potential course offerings, and
short- and | ong-range goal s.

Proposed Budget Language Changes Affecting School Divisions

Techni cal Workgroup to Study Public Education Fundi ng

Senate — Adds | anguage requiring the Departnent of Education
to convene a technical work group to include appropriate staff
fromthe Departnment of Planning and Budget, the Senate Finance
and House Appropriations Conmttees, and the Joint Legislative
Audit and Review Comm ssion, as well as representatives of
appropri ate stakehol der groups to: 1) study re-benchmarking
cost trends and drivers; 2) review Standards of Quality (SOQ,
incentive, and categorical funding streanms within Direct Aid
to Public Education, as well as the Literary Fund, and
identify options for efficiencies and cost savings and for
greater funding flexibility, especially to better prepare the
state and localities for future econom ¢ downturns; 3)
consider alternatives to across-the-board conpensati on

suppl ements to better target state funds; 4) review funding
streanms for prograns for students at-risk of academ c failure,
and assess whet her such prograns should be incorporated into
the SOQ and 5) exam ne special education funding issues. The
techni cal work group would provide to the Governor and the
Chai rmen of House Appropriations and Senate Finance a detail ed
project workplan no later than July 15, 2006, and a summary of
their work by Cctober 15, 2006.

House — No action taken.

Cal cul ation of SOQ Special Education Costs in the 2008-2010
Bi enni um

Senate — Adds | anguage stating that the Departnent of
Educati on must include visually inpaired students as a new SOQ
speci al education standard in recal culating the cost of the

St andards of Quality for the 2008-2010 bienni al

rebenchmarking. Currently, state support for visually

i npai red casel oads is provided through the Departnment of Blind
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and Vision Inpaired. This funding would be transferred to the
Direct Aid budget to offset the state cost of inplenenting a
visual ly inpaired casel oad standard in the SOQ

House — No action taken. (Please note the House proposes a

| anguage anmendnent to the Central O fice budget that would
require the Board of Education to consider devel oping a

casel oad requirenment for blind and visually inpaired students
inits biennial review of the SOQ )

Tuition Gants for D sabl ed Students

Senate - No action taken.

House — Establishes a Tuition Assistance Grant Program for

Di sabl ed Students to provide grants for students with
disabilities to attend a private school of choice. Students
with disabilities include K-12 students who are autistic,
mental ly retarded, physically disabled, seriously enotionally
di sturbed, speech inpaired, hearing inpaired, visually

i mpai red, nultiple-disabled, other health inpaired, who have a
specific learning disability, or who are otherw se di sabl ed,
as defined by the Board of Education and for whom an

i ndi vi dual education program has been witten. The grant
program woul d provide funding to a qualified private schoo

t hat the di sabl ed student would attend instead of attending

t he public school. The grant amount woul d be equal to the
average state share of per pupil funding as determ ned by
provi sions of the appropriation act.

Required Local Match for Incentive and School Facilities
Pr ogr ans

Senate - No action taken.

House — Directs the Departnent of Education to verify the
appropriation of a locality' s share of |ocal matching funds
required for any Incentive or School Facilities programin

whi ch a school division elects to participate. The Depart nent
of Education nust also verify that the required | ocal matching
funds are actually spent. Simlar to Required Local Effort
for Standards of Quality accounts, this |anguage anendnent
instructs the departnent to nmake cal cul ati ons based on

subm tted school division data to ensure that school divisions
have appropri ated adequate | ocal funds, above the required

| ocal effort for the Standards of Quality, to support the
required | ocal match based on the Incentive and School
Facilities progranms in which the division has elected to
participate. |If the departnment’s cal cul ations indicate that
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i nsufficient funds have been appropriated to neet the required
| ocal matching funds for one or nore prograns, state paynents
for such prograns will not be made until the division can
certify that sufficient |ocal funding has been appropriated to
neet the required |ocal match. Beginning in fiscal year 2008,
any anount a locality has not expended by the end of a fiscal
year in support of the required | ocal match nust be paid by
the locality into the general fund of the state treasury.

Triennial Census Data Used in the D stribution of Sal es Tax
Revenues to School Divisions

Senate - No action taken.

House — Specifies the year of triennial census data that wll
be used in the distribution of sales tax revenues to school
divisions. For 2006-2008, the change in | anguage specifies
that the “2005 triennial census of school age population in
each year of the bienniuni shall be used in the sales tax

di stribution. Language on the current sales tax distribution
met hodol ogy states that the distribution is based on the “npst
recent” or “latest” triennial census data. This |anguage
change has no effect on the triennial census data used for the
di stribution of sales tax in 2006-2008, which would be the
2005 triennial census data under either this | anguage or the
budget as introduced. This change mrrors changes in the
Caboose budget (HB/ SB 29) that changes the effective date for
use of the 2005 triennial census to July 1, 2006.

Leadershi p Devel opnent G ant Awards

Senate - No action taken.

House — Language permts the | eadership grant awards to be
continued to half of the current participating schoo

di visions. The continuation grant awards wi Il be $100, 000 for
each participating school division.

Unused Regi onal Alternative Education Program Sl ots

Senate - No action taken.

House — Proposes | anguage to all ow school divisions to request
the departnent to allow themto use any unused student slots
for a regional alternative education program The requesting
school division would receive state funds for the unused sl ot
based on their conposite index not to exceed the funds
originally budgeted. As wth any assigned slot, school

di vi sions nust pay the local share of tuition.
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Cal cul ati on of School Nurse Fundi ng

Senate - No action taken.

House — Directs the departnment to annually report to school
divisions the cal culated nursing costs in the support

conponent of the Standards of Quality Basic Aid account. The
| anguage anendnent al so directs school divisions to spend the
school nurse funding on nursing positions, or on services from
an outside source. Further, the | anguage anendnent renoves

t he | anguage that allows school divisions to purchase
defibrillators with funds cal cul ated for nursing services.

DEPARTMENT OF EDUCATI ON CENTRAL OFFI CE | NI TI ATI VES

Fundi ng for National Board Certification Bonuses

Governor - The Governor’s introduced budget includes funding
for the cost of providing bonus awards for the projected
nunber of teachers eligible to receive the continuing and
initial bonuses in fiscal years 2007 and 2008. For fiscal
years 2007 and 2008, $245,875 in additional funding is

provi ded.

Senate — Provides an additional $34,125 in fiscal year 2007
and $613,277 in fiscal year 2008 to fund National Board
Certification bonuses based on the | atest projection of
teachers eligible to receive bonuses in each fiscal year

House — Same as Governor’s introduced budget.

Fundi ng for Education for a Lifetinme progranms and EI M5

Governor - The introduced budget provides additional funding
for various conmponents of the Education for a Lifetine
initiative. Additional funding is provided to continue

provi ding the Student Career Planning System (Kuder® to
school divisions, and for the Race to GED and turnaround
specialists prograns to replace expiring non-general funds.
Addi tional funding is also provided for the continued

i npl enentation of the Education Information Managenment System
(EIM5). In total, an additional $1.4 million is provided in
fiscal years 2007 and 2008.

Senat e — Renoves $763,839 in funding each year that was
provided in the introduced budget for various conponents of
the Education for a Lifetine initiative. Specifically,
fundi ng was renoved that would continue the on-line Student

19



Attachnment B to Inf. Supts. Menp No. 049

Career Pl anning System (Kuder®), replace federal funds no
| onger available to support staff in the GED program and
repl ace expiring non-general funds for the turnaround
specialists program The Departnent of Education is
authori zed to use avail abl e bal ances for these purposes.

House — Same as Senate actions related to fundi ng changes.
Provi des specific authority to use avail abl e bal ances only for
t he Kuder® system

Fundi ng for the Conm ssion on Ci vics Education

Governor - Renpves funding of $81, 000 each year for the
Comm ssion on Civics Education established pursuant to House
Bill 1769 (2005 Session).

Senate — Authorizes the Departnment of Education to use up to
$81, 000 of avail abl e bal ances each year for expenses
associ ated with the Comm ssion on Civics Education.

House — Restores funding for the Comm ssion on Civics
Education. Provides $100,000 in fiscal years 2007 and 2008
for expenses associated with the commi ssion.

Reduction in Standards of Learning Testing Services Contract
Anpount

Executive Anmendnent - Reduces funding for the Standards of
Learning testing contract due to a | ower than antici pated
proj ected contract cost. Funding is reduced by $2.0 mllion
in fiscal year 2007 and by $3.0 million in fiscal year 2008.

Senate — Sane as Governor Kaine's Executive Anendment.
House — Sane as Governor Kai ne's Executive Amendnent; however

t he House anendnment reduces funding by $1.9 nmillion in fisca
year 2007 and by $3.2 mllion in fiscal year 2008.

Regi stration and Travel Expenses for Virginia Conmm ssioners to
t he Education Comm ssion of the States

Senate - No action taken.

House — Provides a $5,000 increase in fiscal years 2007 and
2008 for registration and travel expenses for the legislators
and citizens appointed as Virginia s comr ssioners to the
Educati on Conmi ssion of the States.
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Ot her Senat e/ House Central Ofice Language-only Anendnents for
2006- 2008 Not in HB/ SB 30

I nclusion of Blind and Visually Inpaired Students in the Board

of Education Review of the Standards of Quality

= Senate — No action taken in Central Ofice budget. (Adds
| anguage in the Direct Aid budget stating that the Departnent
of Education nmust include visually inpaired students as a new
SOQ speci al education standard in recal cul ating the cost of
the Standards of Quality for the 2008-2010 bienni al
rebenchmar ki ng.)

= House — Adds | anguage that directs the Board of Education to
consider the inclusion of instructional positions needed for
blind and visually inpaired students, and to consider the
devel opnment of a casel oad requirenent for these instructional
positions in the Board s review of the Standards of Quality.

Consolidation of the Schools for the Deaf, Blind, and Miulti-
Di sabl ed (VSDBs)
= Senate — No action taken.

= House — Adds | anguage to direct the Board of Education to
select a final site and final construction plans by July 31,
2006, in order to conplete the plan to consolidate the schools
for the deaf, blind, and multi-disabled. Directs the Board to
select site and plans that fit within the allocated $61.5
mllion for the consolidation.

Board of Education authorized to Require a School Efficiency

Review as Part of a Division Level Acadenm c Review

= Senate — Authorizes the Board of Education, in cooperation
with the Departnent of Planning and Budget, to require a
school division to participate in a school efficiency review
as a conponent of a division |evel acadenmic review. A schoo
di vi sion woul d not be charged for any cost of the efficiency
revi ew when required to undergo a review.

= House — No action taken.
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